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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Zion Recovery Services, Inc.
Atlantic, Jowa

Report on the Financial Statements

We have audited the accompanying balance sheets of Zion Recovery Services, Inc. as of June 30,
2013 and 2012, and the related statements of activities and changes in net assets and cash flows
for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America:
this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.



To the Board of Directors
Zion Recovery Services, Inc.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Zion Recovery Services, Inc. as of June 30, 2013 and 2012, and the
results of its operations, changes in net assets, and cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

Report on Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the financial statements as a
whole. The schedule of expenditures of federal awards, as required by Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations
and the Schedule of Expenditures by Activity on pages 11 and 12, are presented for purposes of
additional analysis and are not a required part of the basic financial statements. Such information
is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in our audits of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements taken as a whole.

Report on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued our report dated
September 6, 2013 on our consideration of Zion Recovery Services, Inc.'s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering Zion Recovery Services, Inc.'s internal control over financial
reporting and compliance.

e, Con Xmea ¥ . R C

Atlantic, Jowa
September 6, 2013



ZION RECOVERY SERVICES, INC.
Balance Sheets

June 30,
ASSETS
2013 2012
Current Assets:
Cash and cash equivalents $ 80,810 92,031
Certificates of deposit 274,564 320,434
Accounts receivable, less allowance for
doubtful accounts ($43,000 in 2013 and
$61,000 in 2012) 79,913 67,171
Grant receivables 64,606 6,448
Inventory -- 79
Prepaid expense 12,729 27,662
Total current assets 512,622 513,825
Property and Equipment, Net 7,843 12,755
Total assets $ 520,465 526,580
LIABILITIES AND NET ASSETS
Current Liabilities: :
Accounts payable $ 17,822 18,804
Accrued employee compensation 24,953 32,251
Payroll taxes withheld and accrued 7.731 17,753
Total current liabilities 50,506 68,808
Net Assets:
Unrestricted 469.959 457.772
Total liabilities and net assets $ 520,465 526,580

The accompanying notes are an integral part of these statements.
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ZION RECOVERY SERVICES, INC.

Statements of Activities and Changes in Net Assets

Support and Revenue:
Support:

Year ended June 30,

Iowa Department of Public Health -
Comprehensive Treatment:
Iowa Managed Substance Abuse
Care Plan - Non-Medicaid
Access to recovery
Prevention services

Donations
Total support

Revenue:
Client fees, net
Medicaid fees
Interest income
Other revenues
Total revenue

Total Support and Revenue
Expenses:

Salaries and wages
Employee benefits

Advertising and promotion
Provision for depreciation

Food costs

Insurance

Miscellaneous
Professional services
Rent

Repairs and maintenance

Supplies and other expense

Telephone
Training costs
Travel
Utilities
Total expenses

Increase (Decrease) in Unrestricted Net Assets

Net Assets at Beginning of Year

Net Assets at End of Year

The accompanying notes are an integral part of these statements.
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2013 2012
874,783 $ 903,164
44,754 33,083
238,891 -
25 2.800
1,158,453 939,947
152,324 140,399
227,658 212,901
1,292 3,487
66.536 48.901
447.810 405.688
1,606,263 1,345,635
880,640 792,328
311,674 278,182
8,065 10,195
4912 6,591
31,480 33,866
13,454 12,747
10,134 8,663
31,056 15,968
98,918 98,397
31,550 24,735
103,312 92,821
18,787 19,737
9,646 20,625
34,690 22,450
5.758 5.929
1.594.076 1,443,234
12,187 (97,599
457772 555.371
469,959 $ 457772




ZION RECOVERY SERVICES, INC.

Statements of Cash Flows
Year ended June 30,

Cash flows from operating activities:
Cash received from clients, third-party payors,
and court system
Contract funding received
Cash paid to suppliers and employees
Donations received
Interest received
Net cash used in operating activities

Cash flows from investing activities:
Capital expenditures
Redemption of certificates of deposit
Purchase of certificates of deposit
Net cash provided by (used in) investing
activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Reconciliation of change in net assets to net cash
used in operating activities:
Change in net assets
Adjustments to reconcile change in net assets to
net cash used in operating activities:
Provision for depreciation
Changes in assets and liabilities
Accounts receivable
Inventory
Prepaid expense
Accounts payable
Accrued employee compensation
Payroll taxes withheld and accrued
Total adjustments

Net cash used in operating activities

2013 2012
$ 434276 $ 424,951
1,099,770 936,020
( 1,592,454) ( 1,411,358)
25 110
1292 3.487
( 57,091) (  46,790)
- ( 3,052)
47,115 -
( 1.245) 3.423)
45870 6.475)
(  11221) ( 53.265)
92.031 145.296
$ 80,810 $ 92,031
$ 12,187  $(  97,599)
4912 6,591
(  70,900) 21,623
79 744
14933 ( 1,294)
( 982) 8,507
( 7,298) 1,542)
(_ 10.022) 16.180
(_ 69278) 50.809
$(  57.091) $(___ 46.790)

The Agency also incurred the following non-cash transactions in addition to the transactions
reflected in the reconciliation of change in net assets to net cash used in operating activities:

Towa Food Bank donations

2013

2012

$

2,690

The accompanying notes are an integral part of these statements.
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ZION RECOVERY SERVICES, INC.
Notes to Financial Statements
June 30, 2013 and 2012

NOTE A - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

1. Nature of Activities

Zion Recovery Services, Inc. was created in 1973 as a non-profit corporation under the
provisions of the lowa Non-Profit Corporation Act, Chapter 504A of the Code of Iowa. The
Agency is a not for profit corporation and is exempt from income tax under Section 501(c)(3)
of the Internal Revenue Code. The purpose of the Agency is to provide for the care,
maintenance, education and treatment of the substance abuser. The Agency presently serves
the six-county area of Adair, Cass, Dallas, Fremont, Montgomery and Page Counties and
maintains a residential facility for intermediate care in Clarinda, lowa. The Board of
Directors is made up of a representative from the County Board of Supervisors of each of the
six counties in the service area. Each member serves an annual term.

2. Basis of Accounting and Presentation

The accompanying financial statements have been prepared on the accrual basis of
accounting in conformity with accounting principles generally accepted in the United States
of America. Revenues are recognized when earned and expenses are recorded when the
liability is incurred. Revenues are reported as increases in unrestricted net assets unless use
of the related assets is limited by donor-imposed restrictions. Expenses are reported as
decreases in unrestricted net assets. Gains and losses on investments and other assets or
liabilities are reported as increases or decreases in unrestricted net assets unless their use is
restricted by explicit donor stipulation or by law.

3. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

4. Property and Equipment

Property and equipment is stated at cost. Property and equipment donated for Agency
operations are recorded at fair value. The Agency computes depreciation using the straight-
line method. Useful lives of equipment range from three to seven years. The useful lives of
leasehold improvements range from five to fifteen years.



ZION RECOVERY SERVICES, INC.
Notes to Financial Statements
June 30, 2013 and 2012

NOTE A - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

5. Unrestricted Revenues and Support

a. Client fees are recorded net of adjustments for uncollectible accounts. The
adjustments for uncollectible accounts are $145,136 for 2013 and $184,276 for 2012.

b. The managed care contract revenues are recorded monthly as the payments are
received. The contract requirements include minimum units of service that must be
provided to earn the contract revenue. The Agency may be required to pay back a
portion of the contract revenue if the minimum units of service are not met.

6. Cash and Cash Equivalents

For purposes of the statement of cash flows, the Agency considers all highly liquid debt
instruments purchased with a maturity of three months or less and food stamps received for
payment of client services to be cash equivalents.

NOTE B - MANAGED CARE CONTRACT

The Agency’s substance abuse treatment and rehabilitation services are being reimbursed
under a managed care contract administered by Magellan Behavioral Health, Inc. The
Agency received approximately 54% of its total support and revenue through this contract for
the year ended June 30, 2013 (67% for 2012). The Agency’s managed care contract for its
current six county service area has been renewed for fiscal year ending June 30, 2014
although the payment amount has not yet been determined.

NOTE C - PROPERTY AND EQUIPMENT

Property and equipment is stated at acquisition cost. The cost by major category and
accumulated depreciation at June 30 are as follows:

2013 2012
Leasehold Improvements $ 3,818 § 3,818
Equipment 69.463 69.463
73,281 73,281
Less Accumulated Depreciation 65,438 60,526
$ 7843 § 12,755




ZION RECOVERY SERVICES, INC.
Notes to Financial Statements
June 30,2013 and 2012

NOTE D - FUNCTIONAL EXPENSES

Following is a summary of expenses classified by function:

2013 2012
Outpatient and Residential Services $ 1277945 § 1,128,315
Management and General 316.131 314.919

$§ 1594076 § 1443234

NOTE E - CONCENTRATION OF CREDIT RISK

The Agency grants credit without collateral to its clients, most of whom are residents of the six
county service area. The mix of receivables from patients and third-party payors at June 30, 2013
and 2012, was as follows:

2013 2012
Medicaid 23% 15%
Client accounts 77 85
100% 100%

NOTE F - PENSION AND RETIREMENT BENEFITS

The Agency contributes to the Iowa Public Employees Retirement System (IPERS) which is a
cost-sharing multiple-employer defined benefit pension plan administered by the State of Towa.
IPERS provides retirement and death benefits which are established by State statute to plan
members and beneficiaries. IPERS issues a publicly available financial report that includes
financial statements and required supplementary information. The report may be obtained by
writing to IPERS, P.O. Box 9117, Des Moines, lowa 50306-9117.

Plan members are required to contribute 5.78% (5.95% effective July 1, 2013) of their annual
covered salary and the Agency is required to contribute 8.67% (8.93% effective July 1, 2013)
of annual covered payroll. Contribution requirements are established by State statute. The
Agency’s contributions to IPERS for the years ended June 30, 2013, 2012, and 2011, were
approximately $76,600, $63,300, and $49,200, respectively, equal to the required contributions
for each year.



ZION RECOVERY SERVICES, INC.
Notes to Financial Statements
June 30, 2013 and 2012

NOTE G - CONTINGENCIES

Risk Management

The Agency is insured by a claims-made policy for protection against liability claims resulting
from professional services provided or which should have been provided. Management believes
that the malpractice insurance coverage is adequate to cover all asserted and any unasserted
claims, therefore no related liability has been accrued. Zion Recovery Services, Inc. is exposed to
various other common business risks for which it is covered by commercial insurance. Settled
claims from these risks have not exceeded insurance coverage during the past three years.

Subsequent Events

The Agency has evaluated all subsequent events through September 6, 2013, the date the financial
statements were available to be issued.
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ZION RECOVERY SERVICES, INC.
Schedule of Expenditures of Federal Awards
Year ended June 30, 2013

Federal Grantor/Pass-through CFDA Agency or Program
Grantor/Program Title Number Pass-Through Number Expenditures

U.S. Department of Health and
Human Services:

Indirect Program:
Iowa Department of Public Health:
Access to Recovery 93.275 5881AC32 $ 44,754
Substance Abuse Prevention and
Treatment Block Grant 93.959 122558-000 270,258
Prevention Services, Service Area 9 93.959 143,848
Prevention Services, Service Area 10 93.959 63,300
477.406
522,160

Basis of Presentation -The Schedule of Expenditures of Federal Awards includes the federal grant
activity of Zion Recovery Services, Inc., and is presented on the accrual basis of accounting. The
information on this schedule is presented in accordance with the requirements of OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations.

See accompanying independent auditor's report.
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ZION RECOVERY SERVICES, INC.
Schedule of Expenditures by Activity

Year ended June 30,
2013 2012
ATR &
DUI Outpatient Residential Prevention
Services Services Services Services Total Total
Salaries and wages $ 4,130 $ 515,788 $ 230,393 $ 130,329 $ 880,640 $ 792,328
Employee benefits 528 178,336 89,111 43,699 311,674 278,182
Advertising and promotion -- 6,429 1,636 -- 8,065 10,195
Provision for depreciation -- 4912 -- -- 4,912 6,591
Food costs - -- 31,480 - 31,480 33,866
Insurance - 8,611 4,843 -- 13,454 12,747
Miscellaneous 440 9,694 - -- 10,134 8,663
Professional services -- 17,121 6,285 7,650 31,056 15,968
Rent -- 82,118 16,800 -- 98,918 98,397
Repairs and maintenance 24,036 7,514 31,550 24,735

Supplies and other expense 20,823 48,629 12,674 21,186 103,312 92,821

Telephone 15,087 3,700 -- 18,787 19,737
Training costs -- 1,956 3,578 4,112 9,646 20,625
Travel 746 18,563 3,253 12,128 34,690 22,450
Utilities -- 5,758 -- -- 5,758 5.929

$ 26,667 $§ 937,038 $§ 411267 $ 219,104 $1,594,076 $1,443.234

See Independent Auditor's Report.
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Independent Auditor's Report on Internal Control over Financial Reporting
and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

To the Board of Directors
Zion Recovery Services, Inc.
Atlantic, Jowa

We have audited the financial statements of Zion Recovery Services, Inc. as of and for the year
ended June 30, 2013, and have issued our report thereon dated September 6, 2013. We
conducted our audit in accordance with U.S. generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Zion Recovery Services, Inc.’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose
of expressing our opinion on the financial statements, but not for the purpose of expressing our
opinion on the effectiveness of Zion Recovery Services, Inc.’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the Agency’s
internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control over financial reporting that might be significant deficiencies or material
weaknesses, and, therefore, there can be no assurance all deficiencies, significant deficiencies, or
material weaknesses have been identified. However, as described in the accompanying Schedule
of Current Audit Findings and Questioned Costs, we identified certain deficiencies in internal
control over financial reporting that we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility a material misstatement of the Agency's financial statements will not be prevented or
detected and corrected on a timely basis.

-13-



To the Board of Directors
Zion Recovery Services, Inc.

A significant deficiency is a deficiency or combination of deficiencies in internal control which is
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiency described in Part II of the accompanying Schedule
of Current Audit Findings and Questioned Costs as item 13-II-A to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Zion Recovery Services, Inc.’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, non-compliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of non-compliance or other matters that are required to be reported under Government
Auditing Standards.

Response to Finding

Zion Recovery Services, Inc.’s response to the finding identified in our audit is described in the
accompanying Schedule of Current Audit Findings and Questioned Costs. While we have
expressed our conclusion on the Agency’s response, we did not audit the Agency’s response and,
accordingly, we express no opinion on it.

Purpose of this Report
This report, a public record by law, is intended solely for the information and use of the officials,
employees and constituents of Zion Recovery Services, Inc. and other parties to whom the

Agency may report, including federal awarding agencies and pass-through entities. This report is
not intended to be and should not be used by anyone other than these specified parties.

(DN\\\\AM) ASTSN 7\1‘:\1\“‘\,* L.Q.C.

Atlantic, Towa
September 6, 2013
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Independent Auditor's Report on Compliance with Requirements That
Could Have a Direct and Material Effect on Each Major Program
and on Internal Control Over Compliance in Accordance
with OMB Circular A-133

To the Board of Directors
Zion Recovery Services, Inc.
Atlantic, Jowa

Report on Compliance for Major Federal Program

We have audited the Zion Recovery Services, Inc. compliance with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that could have a direct and material effect on the Agency's major
federal program for the year ended June 30, 2013. The Agency's major federal program is
identified in the summary of auditor's results section of the accompanying Schedule of Current
Audit Findings and Questioned Costs.

Management's Responsibility

Compliance with the requirements of laws, regulations, contracts and grant agreements
applicable to its major federal program is the responsibility of the Agency's management.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for the Agency's major federal program
based on our audit of the types of compliance requirements referred to above. We conducted our
audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133,
Audlits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the Agency's compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the

major program. However, our audit does not provide a legal determination on the Agency's
compliance.
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To the Board of Directors
Zion Recovery Services, Inc.

Opinion on Each Major Federal Program

In our opinion, Zion Recovery Services, Inc. complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on its
major federal program for the year ended June 30, 2013.

Report on Internal Control Over Compliance

Management of Zion Recovery Services, Inc. is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to
above. In planning and performing our audit of compliance, we considered Zion Recovery
Services, Inc.'s internal control over compliance with the types of requirements that could have a
direct and material effect on the major federal program to determine the auditing procedures
appropriate in the circumstances for the purpose of expressing an opinion on compliance for the
major federal program and to test and report on internal control over compliance in accordance
with OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness
of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Agency's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses may exist that have not been
identified.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other

purpose.

(rectsa, o, Xt . €

Atlantic, Iowa
September 6, 2013
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ZION RECOVERY SERVICES, INC.

Schedule of Current Audit Findings and Questioned Costs

Year ended June 30, 2013

Part I: Summary of the Independent Auditor’s Results

Financial Statements
(a) Type of auditor's report issued:
e Unmodified.
(b) Internal control over financial reporting:
e Material weakness(es) identified? yes X _ no
o Significant deficiency(ies) identified? X yes none reported
(¢) Noncompliance material to financial statements
noted? yes X _ no
Federal Awards
(d) Internal control over major program:
e Material weakness(es) identified? yes X _ no
e Significant deficiency(ies) identified? yes X __ none reported
() Type of auditor's report issued on compliance for major program:
e Unmodified.
()  Any audit findings disclosed that are required
to be reported in accordance with Section 510(a)
of the OMB Circular A-133? yes X no
(g) Identification of major program:
e CFDA Number 93.959 - Block Grants for Prevention and Treatment of Substance
Abuse
(h) Dollar threshold used to distinguish between Type A and Type B programs: $300,000.
(1) Auditee qualified as low-risk auditee? yes X __ no
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ZION RECOVERY SERVICES, INC.
Schedule of Current Audit Findings and Questioned Costs
Year ended June 30, 2013

Part II: Findings Related to the Financial Statements
INSTANCES OF NON-COMPLIANCE:

No matters were reported.
INTERNAL CONTROL DEFICIENCIES:

13-1I-A Segregation of Duties: One person has the primary responsibility for most of the
accounting and financial duties. As a result, some of those aspects of internal accounting control
which rely upon an adequate segregation of duties are, for all practical purposes, missing in the
Agency. However, this is not uncommon for businesses of this size.

Recommendation: We recognize that it may not be economically feasible for the Agency to
employ additional personnel for the sole purpose of segregating duties, however, it is our
professional responsibility to bring this control deficiency to your attention. We recommend that
the Board be aware of the lack of segregation of duties and that they act as an oversight group to
the accounting personnel.

Response: The Board is aware of this lack of segregation of duties, but it is not economically
feasible for the Agency to employ additional personnel for this reason. The Board will continue
to act as an oversight group.

Conclusion: Response accepted.

Part III: Findings and Questioned Costs for Federal Awards

INSTANCES OF NON-COMPLIANCE
No matters were reported.
INTERNAL CONTROL DEFICIENCIES:

No matters were reported.
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